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GETTING STARTED

Starting a new businessis an exciting and
challenging undertaking. Fulfilling your obligations
to the government can play a big part in the success
or failure of your business, so we've created this
booklet to help you understand those obligations. We
hope the information presented here will assist you in
starting and maintaining a successful business.

This booklet begins by explaining some of the
genera considerations necessary when you begin
your business. We then cover the various taxes that
may result from your business, and your obligations
as an employer. Finally, we describe sources of
assistance for your business, both operational and
financial.

Since this booklet briefly covers subjects which
require booklets of their own, we've tried to refer you
to other sources of information whenever possible.

Business Structures

Deciding on Your Business Structure

Y ou may operate your business under any one of
several organizational structures. Each type of
business structure has certain advantages and
disadvantages that should be considered. Y ou should
contact an attorney, accountant, financial advisor,
banker, or other business or legal advisorsto
determine which structure is most suitable for your
business.

A Sole Proprietorship isoneindividual or
married couple in business alone. Sole
proprietorships are the most common form of
business structure. This type of businessis simpleto
form and operate, and may enjoy greater flexibility of
management, fewer legal controls, and fewer taxes.
However, the business owner is personally liable for
all debtsincurred by the business.

A General Partnership is composed of two or
more persons (usually not amarried couple) who
agree to contribute money, labor, and/or skill to a
business. Each partner shares the profits, losses, and
management of the business, and each partner is
personally and equally liable for debts of the
partnership. Formal terms of the partnership are
usually contained in awritten partnership agreement.

A Limited Partnership is composed of one or
more genera partners and one or more limited
partners. The general partners manage the business
and share fully in its profits and losses. Limited
partners share in the profits of the business, but their
losses are limited to the extent of their investment.
Limited partners are usually not involved in the day-
to-day operations of the business.

Limited partnerships beginning businessin
Washington must file a Certificate of Limited
Partnership with the Corporations Division of the
Office of the Secretary of State. Previous corporate
and partnership certificates issued by county clerks
offices throughout the state have been transferred to
the Secretary of State for centralized filing and
access.

A Corporation isamore complex business
structure. As a chartered legal entity, a corporation
has certain rights, privileges, and liabilities beyond
those of an individual. Doing businessas a
corporation may yield tax or financial benefits, but
these can be offset by other considerations, such as
increased licensing fees or decreased personal
control. Corporations may be formed for profit or
nonprofit purposes.

The Limited Liability Company (LL C) and the
Limited Liability Partnership (L L P) are the newest
forms of business structure in Washington. An LLC
or LLPisformed by one or moreindividuals or
entities through a special written agreement. The
agreement details the organization of the LLC or
LLP, including: provisions for management,
assignability of interests, and distribution of profits or
losses.

Limited liability companies and limited liability
partnerships are permitted to engage in any lawful,
for profit business or activity other than banking or
insurance.

Forming a Corporation, Limited Partnership,
Limited Liability Company, or Limited
Liability Partnership

Domestic organizations (those formed in
Washington) must file organizing documents with the
Corporations Division of the Office of the Secretary
of State for review and approval before legal
existence can begin. Two copies of the organizing
documents (one with original signatures) and fees
must be sent directly to the Corporations Division of
the Office of the Secretary of State.



Foreign organizations (those formed in a state
other than Washington or in aforeign country) must
submit two completed copies of an application for
a Certificate of Authority to Do Businessin
Washington. The application must be accompanied
by proof of good standing issued by the state where
the organization was originally formed.

A nonprofit corporation, such asareligious,
social, charitable, or educational organization, must
file two sets of Articles of Incorporation with the
Office of the Secretary of State.

Registered Agent

All corporations and limited liability companies
doing business in Washington must have a registered
agent with a Washington State address. The
registered agent may be an individual or any other
organization qualified by the Corporations Division
of the Office of the Secretary of State to do business
in Washington.

The registered agent receives license renewals
and other notices and forwards them to the
organization. The agent also accepts legal papers
served on the corporation. The organizing documents
or application to do business in Washington must
contain or be accompanied by a statement signed by
the registered agent indicating consent to serve.

Filing Requirements and Fees

The forms used for filing Articles of
Incorporation or Certificate of Authority are available
from the Corporations Division of the Office of the
Secretary of State or the Department of Licensing’s
Master License Service.

Thefiling feeis $175 for profit corporations or
$30 for nonprofit corporations.

The forms used for filing a Certificate of
Formation for alimited liability company or limited
liability partnership are available from the Corpora-
tions Division of the Office of the Secretary of State.
Thefiling feeis $175.

Additional fees and filing requirements may
apply to insurance companies, building and loan
associations, public utility companies, cooperative
associations and other specialized profit corporations.

Licensing and Fees

All organizations registered with the Office of the
Secretary of State must annually pay arenewal fee
and/or file alist of officers and directors (known as
an annual report) with the Corporations Division of
the Office of the Secretary of State.

Profit corporations pay an annual corporate
renewal fee of $50 plus a handling fee of $9. Thereis
no annual report fee.

For nonprofit corporations, there is no annual
corporate license renewal fee, but there is an annual
report fee of $10.

Limited liability companies and limited liability
partnerships must annually pay arenewal fee and file
alist of members and managers.

Licensing Your Business

Unified Business | dentifier Program

The Unified Business Identifier (UBI) isanine-
digit number that is assigned to your business. When
you apply for a business license through the Master
License Service of the Department of Licensing or
register with the departments of Revenue, Labor and
Industries, Employment Security, or the Office of the
Secretary of State.

Prior to the UBI program, each state agency
assigned its own business identification number.
Now, all agencies participating in the UBI program
can identify a business using the UBI number, so a
business owner can use the same identifying number
when dealing with different state agencies.

Your UBI number will stay the same aslong as
you operate your business under the same business
structure. If you change your business (for example,
from a sole proprietorship to a corporation), you must
apply for anew UBI number.

One-Stop Registration

One-stop registration allows business owners to
fulfill many registration and licensing requirements
by completing a Master Application form and making
asingle payment. Applications can be submitted
statewide at 39 field offices of the departments of
Employment Security, Labor and Industries, and
Revenue; at the Master License Service in Olympia;
at the Corporations Division of the Office of the
Secretary of State in Olympia; or through the mail.

Y ou will beissued a UBI number when your
Master Application isreceived. Your actual business
license will follow in the mail.

If you need any specialty licenses, such as liquor
or lottery licenses, you will be asked to submit
additional information and then must await approval
from the regulating agency before beginning your
business operation.



Master License Service

The Master License Service (MLS) in Olympiais
the main processing and distribution point for the
UBI program. Applications and fees collected
throughout the state are sent to the ML S data center.
Data and fees are then passed on to other agencies for
further action.

MLS also produces and mails the Registrations
and Licenses document. This document serves as
your state business license and lists all state licenses,
registrations, and permits available through MLS that
have been granted to your business. After you have
opened a business, MLS acts as the point of contact
for renewals and business information changes.

Trade Name Search

If you are using atrade name (a business name
other than the full legal name of the business owner),
you must register the trade name with MLS. The
Master Application is used for this purpose. Once a
trade name is registered, the registration remainsin
effect until the business owner cancelsit.

You may cal MLS at 1-900-463-6000 to find out
whether atrade nameis registered in Washington, the
names of the owners and any other public
information. Each call costs $4.95 for the first minute
and $0.50 for each additional minute.

Per sonalized Licensing Packet

The personalized licensing packet is a service of
MLS. The packet contains a Guide Sheet that
indicates the state licensing requirements for your
business operation and refers you to other
government offices that can serve you. Included in
your packet isaMaster Application and any other
forms needed to fulfill the basic requirements for the
state. The completed materials can be taken to any of
the field offices or returned by mail.

Be sure to give the operator all the necessary
information so your licensing packet is accurate.

Obtaining Your Licensing Packet

1. Cadl the Master License Service at (360) 664-
1400. (Y ou may also download the Master
Application and Registrations and Licenses
Description Sheet from the Department of
Licensing website.
http: //www.dol .wa.gov/for ms/700028.htm

2. Describe the business operation you wish to
begin. You will be asked for the following
information:

o Under what type of ownership structure will
the business operate (e.g., sole proprietorship,
corporation)? For more information, see the
section on Business Structures.

o  Will you be hiring any employees?

Where is your geographical area of
operation?

e What type of service will be provided, or
what types of goods will be manufactured or
sold?

e Will you be doing business under a name
other than the full legal name of the business
owner?

3. Onceyou receive your packet, complete the
Master Application and any additional forms. Be
sureto sign each form and send therequired
fees. (Incomplete forms and lack of payment
cause adelay in processing.)

4, Return al formsto MLS through the mail, or take
the formsto any UBI service location listed on
the Where to File the Master Application sheet
included in the licensing packet.

5. Contact any federal, county, and city agencies
listed on the guide sheet to find out what you
need to do to fulfill their requirements.

After You Submit Your Application

Y ou may begin business operations immediately
after your UBI number is assigned, aslong as you do
not need any additional licenses that require agency
approval. Some licenses will requir e special
approval (for instanceliquor, lottery, or vehicle
dealers) and there will be a waiting period while
the appropriate agencies complete an
investigation.

If you complete the sections on the Master
Application related to employees, request industrial
coverage for yourself or business partners, or request
industrial or unemployment insurance coverage for
corporate officers. Y ou will be contacted by the
departments of Labor and Industries and/or
Employment Security about coverage and taxes or
fees.

If you conduct business at more than one
location, you will receive a separate Registrations
and Licenses document for each place of business.



Master License Endorsements

Thefollowing is an alphabetical listing of all
agencies from which various licenses, registrations,
and permits are available from MLS. The License Fee
Sheet that accompanies the Master Application
provides a brief description of each license available,
including fees.

Department of Agriculture

Department of Ecology

Employment Security Department

Department of Health - Board of Pharmacy

Department of Labor & Industries

Department of Licensing

Liquor Control Board (For a more complete
description of liquor licenses, see the Liquor License
Description and Fee Information sheet supplied by
the Master License Service.)

L ottery Commission

Department of Revenue

Office of the Secretary of State (renewals only)

If you have questions about the licensing
requirements for your business, contact the Master
License Service at (360) 664-1400.



PAYING TAXES

State Taxes

Tax Registration and Reporting

To obtain atax registration, you will need to
submit a Master Application as described in the
section entitled “ Obtaining Y our Licensing Packet.”

The Department of Revenue will send you tax
information after your business registration has been
completed.

Y ou cannot transfer your tax registration to
another business owner. Your registration isvalid
aslong asyou stay in business.

For more information, call the Department of
Revenue's Telephone Information Center at 1-800-
647-7706.

Filing Tax Returnsand Payments

New accounts are generally assigned a quarterly
reporting frequency; however, your reporting
frequency may later be changed to monthly or annual
reporting. Y ou will be notified of any changes and
sent the appropriate tax returns for filing.

Electronic Filing (e-file)

The Department of Revenue now offers
businesses the ability to file and pay their
Washington State taxes directly over the Internet.
Electronic Filing (e-file) is an easy-to-use, intuitive
system that walks taxpayers through the return
process, calculates taxes automatically, flags errors
and omissions, and provides instant online access to
the latest tax information.

E-file is a secure system protected by sophisticated
encryption and passwords. It alowsyou to
customize your tax return and delivers an electronic
confirmation message when it's received.

Filing taxes with e-file takes less than 10 minutes
and best of all it'sfree. To learn more about
Electronic Filing (e-file) and to seeif you qualify,
visit the Department’ s web site.
http://dor.wa.gov or call toll-free 1-877-345-3353.

Geographic Information System for Sales Tax
With more than 350 state and local sales and use
tax codes, taxpayers are often uncertain which codes
and tax rates apply to specific locations. To make
thistask easier, the Department of Revenue
developed an Internet-based Geographic Information
System (GIS) that links to tax information. When a
person types in a street address or points to alocation

on a state map, the system automatically provides the
applicable sales tax rate and code. To accessthe GIS
system, visit the Department’ s web site.
http://dor.wa.gov

Common State Excise Taxes

Business and Occupation Tax

Persons that engage in business in Washington
are subject to business and occupation tax (B& O)
and/or apublic utility tax. These taxes are based on
gross receipts, gross sales, or gross income of the
business. The rates vary depending on the type of
business activities, and range from .011 percent to
5.029 percent.

Businesses whose B& O tax liability is below
certain levels may qualify for the small business tax
credit. Contact the Department of Revenue for more
information at 1-800-647-7706 or visit their website.
http://dor .wa.gov

Retail Sales Tax

The state retail salestax rateis 6.5 percent Local
governments impose sales tax ranging from 0.5
percent to 1.7 percent. Y ou should collect both state
and local salestax at thetime of the sale. Itis
reported on the Combined Excise Tax return to the
Department of Revenue.

Other State Excise Taxes

The following taxes may apply to your businesses
based on business location or business activities. To
find out more information, please call the Department
of Revenue at 1-800-647-7706.

Personal Property Taxes

Businesses a so are responsible for reporting their
non-exempt business assets to the assessor's office in
the county in which their businessislocated. Please
contact the assessor's office in your county to find out
about your county's personal property reporting
reguirements.

Additional information about the personal
property assessment processis also available from the
Department of Revenue and on their web site at
http://dor.wa.gov




King County Food and Beverage Tax

King County imposes a sales/use tax of 0.5
percent on food and beverages sold by restaurants,
taverns and bars. Thetax is not deductible from the
state tax so it increases the overall tax rate on such
productsto 9.1 percent within King County. The tax
isintended to apply to prepared items, which are
consumed on premises; grocery stores and
convenience stores are exempt. Receipts of the tax
are dedicated to funding of the professional baseball
stadium in Seattle.

Regional Transit Authority Tax (RTA)

The Regional Transit Authority in King, Pierce
and Snohomish counties obtained voter approval of a
tax addition to the sales/use tax. Pursuant to this
authority alocal salestax of 0.4 percent isin effect
throughout the RTA district covering the urban area
of these three counties. Since not all areas of the
three counties are within the RTA district, you will
need to consult the Department’ s Geographic
Information System or contact the Department of
Revenueto determineif the tax applies. The RTA
tax will be used to fund the ten-year regional transit
plan for arail and bus rapid transit system within the
RTA district.

Use Tax
Usetax appliesto the use of any tangible
personal property when Washington State retail sales
tax was not paid at the time of the sale, purchase, or
manufacture of the property.

Litter Tax

Manufacturers, wholesalers, and retailers may be
required to pay alitter tax on gross sales of certain
products.

Public Utility Tax

Utilities and common carriers pay the state public
utility tax instead of the business and occupation
(B&O) tax.

Forest Excise Tax

The Forest Excise tax appliesto all timber
harvested on private, state or federal land. The
quarterly tax is based on the value of the timber at the
time of harvest. The taxable amount is determined by
small or large harvester methods or public sale bid
prices. If the gross value of the timber exceeds
$100,000 in a calendar year, that value will also be
subject to B&O tax. For more information call the
Forest Tax section at 1-800-548-8829.

Cigarette Tax

If you wholesale or distribute cigarettes, you
must pay the cigarette tax. Payment of thistax is
made through the purchase of stamps from the
Department of Revenue or its authorized agent.

Tobacco Tax

Distributors, importers, or manufacturers of
tobacco products (other than cigarettes) pay the
tobacco products tax.

Real Estate Excise Tax

A tax of 1.28 percent appliesto all sales of real
property. The seller generaly pays the tax to the
County Treasurer, acting as an agent for the
Department of Revenue. In addition, local real estate
excise taxes may apply.

Leasehold Excise Tax

Tax isimposed on the rent paid to lease publicly
owned property such as publicly owned port,
tidelands, recreational or industrial property.

Property Taxes

Property taxes are assessed by the county
assessor’ s office and include both real and personal
property.

Real property includes land, buildings, structures,
improvements and rights and privileges belonging to
land. You will receive areal property assessment
from your county assessor’ s office.

Personal property tax is assessed on assets such
as furniture, office equipment and machines used or
held in the operation of abusiness. Persona property
must be reported when you begin your business.
Contact the county assessor’ s office in the county
your businessis located in.

I nsurance Premiums

Insurance companies pay atax on the net pre-
miums they receive. Title insurance, health contracts,
and fraternal benefit societies do not pay this tax. For
more information on insurance tax, contact the
Insurance Commissioner’s office at 1-800-562-6900.



Federal Taxes

Federal Employer Identification Number

Sole proprietors who are not employers usually
do not have to apply for a Federal Employer
I dentification number unless they engage in certain
types of business activities.

All other business entity types must apply for this
registration whether they have employees or not. For
more information on this registration, call the IRS at
1-800-829-1040 or visit their website.
http: //Ammw.irs.ustreas.gov/

Social Security Taxes

Nearly all self-employed persons are required to
participate in the Social Security program. Accurate
records are essential. For more information, call
1-800-772-1213.

City and County Taxes

If the city where you are located has business
taxes and you do business within the city limits, you
will need to register with the city taxing authority,
such as the city auditor. Businesses located outside
the city limits should contact the county auditor, to
determine county registration requirements.



Federal Tax Checklist (as of February 28, 1998)
Thefollowing isalist of federal taxes that may affect your business. To obtain more information or
request forms, contact the Internal Revenue Service at 1-800-829-1040 or http://mww.irs.ustreas.gov/

If you: You may beliablefor: You should use form:
Do businessas a:
Corporation, association, €fC.........ccccuvcererereeieeienenen INCOMELAX ...uvveeeereeeeiee e 1120 or 1120A
Corporation electing not to betaxed...........ccccoevennee Information return 1120S Sched K-1
INCOMETAX ...eveveeeeierie e 1040
PartNership ..c.cceeeeeeeeireeeeee e Information return...........cceeeeneeeennn 1065 Sched K-1
Income tax 1040
Sole proprietor (OF PartNer) .........ocveeeveerereneseereenes Estimated taX ........ccoovvereieiinieiniens 1040ES
Self-employment taX..........cccceeerereee 1040 Sched SE
INCOMETAX ...eveeeeeeeeeeee e 1040 Sched C or C-EZ
1040 Sched SE
EMPploy ONe Or MOre PErSONS........coueceeueeeeriereeneeeniesieseeneens Income tax withholding.............cc.c..... 941
FICA taxes......ooocveeieiieeeeee e 941, 942 (home), 941
(farming)
FUTA taXES ..o 940
FOr deposits......ccoceoeeereeneieccnceieenes 8109

Furnish facilitiesfor:
Local and toll telephone service and teletypewriter
EXChaNGE SEIVICE. ...t
Transportation of persons or property by air
I ssue insurance policies (purchased from aforeign

EXCISELAX .ovvvieeieeriiriesie e 720
Occupational taX .........ccceevevvereererennans 11-C
Wagering taX .....ooeovveeeereneenesreireeieenne 730
Manufacture, produce or import:
BN s EXCISEtaX ..ooeeeeeeeeeee e 5000.24
Cigars, cigarettes, cigarette papers or tubes... EXCISE X weoveeiieeeeeeee e 5000.24
Distilled SPIFitS......cooeeeeierieerereerese e EXCISEtaX .oovieeeeeee e 5000.24
Occupational taX ........ccoeeeereereneerennens 5630.5
Manufacturers excise taX .........cccceue.... 720
FIr@arMS .. et Transport of firearms............cccceeeenenee. ATF-5
Manufacturer of combat firearms....... 1 (Firearms)
Manufacturer of sport firearms........... ATF-7
CO8L....eieeee e e Manufacturers excise tax 720
Gasoline......ccocceeeene Manufacturers excise tax 720
Fishing equipment.... Manufacturers excise tax 720 and 5630.5
GASONO0 ... Occupational taX.........ccoeeeeeeeeeeverenncns 720
Non beverage products using distilled spirits subject
to drawbacks........cooeeeiiiiee e Occupational taX .........ccoeeeerererecreennens 5630.5
Petroleum products...........ccceeeeerieenne. Manufacturers excise tax 720
Rectified spirits or wines Occupational tax.................. 5630.5
I = TSR Manufacturers excise tax 720
WINE .. EXCISEtaX .veeeeieeeeeieeee e 5000.24
Operate a:
BIOWENY ..ot Occupational taX .........ccoevereeerierennens 5630.5
Truck, truck-tractor, or buson ahighway.................. Federal usetaX.....coccooeveeiieeecceeecenen, 2290
Wagering pool, lottery, or otherwise accept wagers..  Occupational taX..........coceeeveeererennens 11-C
Wagering taXx .......ccceeveneneeencneneens 730
Wholesale liquor dealership.......c.ccoceveeeeeniencnenenene Occupational taX.........ccocevereeeeierennens 5630.5
Sell at retail:
Diesel and special fuels (including aviation fuels)..... Retailersexcisetax......ccoveveeeveennennnn 720
Distilled spirits, wines, or beer ........c.ccoeeveveevvriiennne Occupational taX.......c.cceeveveevennrennans 5630.5
Sell firearms at retail or wholesale under National
Firearms Act Of 1968.........cccovcereeireniiereeeeseee e Occupational taX.......c.ceeereeerenenenenes 5630.5
Transfer fir@armMsS........cccvvceerie e SEAMP TAX v ATF-5



HIRING EMPLOYEES

If you will be hiring employees for your business,
your regulatory and tax obligations are more complex.
Y ou must register with the State Department of Labor
and Industries and the Employment Security
Department, and the U.S. Internal Revenue Service. In
addition, there are both state and federal requirements
regarding employee pay, working hours and conditions.

Employer Reqgistrations

State Unemployment Insurance

Y ou will probably be required to make
unemployment insurance contributionsif you have any
employees. Contribution rates depend on your
experience as an employer, the rate paid by the previous
business owner or the average rate for your industry.
Y ou cannot charge any part of the tax to your
employees. Y our responsibilities in the unemployment
insurance program are discussed in a booklet entitled
Unemployment Insurance Tax Information. This
booklet is available at any of the 12 Employment
Security District Tax Offices listed on the Whereto File
the Master Application sheet that accompanies the
Master Application.

Exemptions to Unemployment I nsurance
Coverage

Y ou may not have to pay unemployment insurance
on the following types of employment:

e Family employment, spouse or unmarried children
under the age of 18 (sole proprietors only).

¢ Insurance agents, insurance solicitors, or real estate
salespersons paid by commission.

e QOutside salespersons of merchandise who are paid
solely by commission.

e Casua labor not in the usual course of your trade or
business (labor which does not promote or advance
your trade or business). Note: Domestic services or
part-time or temporary labor in the usual course of
your business are not considered casual |abor.

e Corporate officers, unless the corporation has
elected to provide unemployment insurance
coverage for al corporate officers. Contact your
local Employment Security Department District
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Tax Office for more information regarding this
coverage. If you do not elect to provide coverage
for corporate officers, you must inform each
corporate officer in writing that they do not have
unemployment insurance coverage.
Certain beauty and barber shops.

o Musicians and entertainers, if exempted by written
contract.

e Students on small farms.

e Spouses and unmarried children under age 18 of
corporate officers or partners on asmall farm.

e Spouses and unmarried children under age 18 of
sole proprietors, regardless of the size of the farm.

Y our Employment Security Department District
Tax Office can evaluate your situation to determine if
you are required to make contributions for your
employees. Y our closest district office should be listed
inyour city telephone book.

State Industrial Insurance

Virtually every employer in the state is required to
carry industrial insurance for each employee. This
coverage provides dual protection. As abusiness
owner, you are protected from lawsuits due to job-
related injuries or illnesses, and your employee gains
compensation if an injury or occupational illness occurs
and timeislost from work.

To open an account, complete a Master
Application. The type of business described on your
application will be used by the Department of Labor
and Industries to assign risk classifications and
premiums. Theindustrial insurance programis
described in a booklet entitled The Employer's Guide to
Industrial Insurance, which is available from the
Department of Labor and Industries. Call the service
location nearest you.

Self-Insurance

The self-insurance program is an alternative in-
dustrial insurance option designed for large employers.
These employers must meet minimum financial
regquirements, demonstrate the ability to make prompt
payment of all benefits and assessments under the
industrial insurance law, and maintain an active safety
program with arecord of accident prevention.

Exemptionsto Industrial I nsurance Coverage
The following types of employment are excluded
from mandatory coverage, but you may obtain coverage
if you wish:
e Sole proprietors or partners of abusiness.



e Limited Liability members with management
responsibility.

e Bonafide corporate officers voluntarily elected or
appointed, who are shareholders, board members,
and manage the corporation. Their primary
responsibilities should not include manual labor. A
non-public corporation may exempt eight or fewer
bona fide corporate officers from coverage without
regard to their performance of manual labor.

o Employees who are not connected with the trade,
profession, or business of the employer and whose
work is not in or about the employer's private
home.

e Persons employed to do gardening, repair, or
maintenance of the private home of the employer.

e Employeeswhose industrial insurance benefits are
provided by another government plan.

e Children under 18 years of age employed on their
parents farm.

e Domestic servants when there are fewer than two
employed at least 40 hours per week each.

e Persons performing services in exchange for aid or
food from religious or charitable organizations.

e Musicians or entertainers not regularly employed
by the purchaser.

o Volunteer law enforcement officers (full coverage
or medical only is available).

e Volunteer workers for charitable, non-profit
organizations (medical only is available).

e Student volunteers from kindergarten through grade
12 for a program authorized by the school (medical
only isavailable).

e Court-ordered community service workers.
Insurance agents, brokers, and solicitors.

o Newspaper carriers selling or distributing on the
street or house to house.

e Cosmetologists, barbers, and manicurists who rent
booths in salons.

Contact the Department of Labor and Industriesto
obtain an application for optional coverage. They will
inform you of the necessary premiums.

Federal Employer Identification Number

If you are an employer, you must obtain a Federal
Employer Identification Number (FEIN) from the U.S.
Internal Revenue Service. (There are also special cases
when the FEIN is required even though your business
may not be hiring employees.) For more information, or
to obtain the FEIN application form, call 1-800-829-
1040.
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Payroll and Other Employer Taxes

Federal Payroll Taxes

Information about employer/employee relation-
ships, taxable wages, the treatment of special types
of employment and payments, and related matters are
covered in the free booklet, Publication 15 (Circular
E).

The Internal Revenue Service (IRS) provides
afree packet of publications and forms for those
starting a business called Publication 454 (Your
Business Tax Kit).

Y ou may obtain publications and forms from the
IRS by calling 1-800-829-3676.

For individual assistance on tax regulations and
other tax-related issues, call 1-800-829-1040.

The IRS also provides training classes for busi-ness
operators. To obtain a current class schedule, call (206)
220-5300.

Federal Income Tax Withholding

Employers must withhold federal income taxes
from wages based on the employee's gross income,
marital status, pay frequency and withholding
allowances as claimed on aW-4 form (see “Employee
Records’). The amount to be withheld is figured
separately for each payroll period. IRS Circular E
contains instructions and tables for determining the
amount of tax to withhold.

Federal Unemployment Tax

Under the Federal Unemployment Tax Act (FUTA)
requirements, most employers are liable for federa
unemployment taxes.

Social Security

The Federa Insurance Contribution Act (FICA)
ensures income for retired persons who have worked
for aperiod of time before retirement. Both employers
and employees pay FICA taxes.

Employers are required to withhold a fixed
percentage of employee wages, match each employee's
contribution and make periodic deposits to the IRS.
Accurate records are essential. Self-employed persons
are also required to make contributions. For more
information call 1-800-772-1213.



Employee Records

Employee Withholding Allowance Certificate
(W-4)

If you have employees, you must obtain an
Employee's Withholding Allowance Certificate
(W-4) from each employee. This form indicates the
employee' s grossincome, marital status, pay frequency
and withholding allowances to be used for determining
the appropriate federal income tax to be withheld. The
W-4 form is available from the IRS.

Employment Eligibility Verification (1-9)

All employers are required to complete and
maintain an Employment Eligibility Verification form
(1-9) within three business days of the date of hire of
each employee. The form must be maintained in the
employee's personnel file for audit purposes.

TheI-9 form is obtained from the Immigration and
Naturalization Service (INS) by calling (206) 553-5956
or 1-800-777-7700.

Employee Earningsand Work Hours
Under provisions of the federal Fair Labor

Standards Act, employers are required to keep records

on wages, hours, and other items as listed below. No

particular format of record is required.

e Name, home address, and birth date if the employee
isunder 19;

e Sex and occupation;

¢ Hour and day when the work week begins;
Regular hourly pay rate for any week when
overtime is worked;

e Hoursworked each work day and total hours

worked each work week;

Total daily or weekly straight time earnings;

Total overtime pay for the work week;

Deductions or additions to wages;

Total wages paid each pay period,;

Date of payment and pay period covered.

Employers who have employees who work at home
must have entries in handbooks supplied by the U.S.
Department of Labor, Wage and Hour Division.
Records of the required information must be preserved
for three years.

New Hire/Rehire Reporting

All employers are required to report every newly
Hired and rehired employee to the Division of Child
Support. Employers may be required to withhold
part of a parent’s wages when they owe child support,
and to help enforce medical insurance requirements.
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Y ou may be required to withhold wages even if the
parent is not behind in their child support payments.

There are special rules if you operate your business
in more than one state.

Y ou can report electronically, by fax, by mail or by
phone. Contact 1-800-457-6202 or for the brochure An
Employer’s Guide to Child Support, or check these web
locations:
http: //www1.dshs.wa.gov/newhire/
http: //mww1.dshs.wa.gov/dcs/index.shtml

Employment Standards

As an employer, you must follow specific regula-
tions related to wages, pay periods, employment
records, physical lifting, wearing apparel, and rest
periods. Please call Department of Labor and
Industries at (360) 902-5316 for a new employer
packet.

Minimum Wage

As of January 1, 2004, the state minimum wage is
$7.16 per hour. Please note the minimum wageis
adjusted every January 1.

For more information about the state minimum
wage, contact your local Department of Labor and
Industries office or call (360) 902-5316.

Prevailing Wages

Most federal, state, and municipal public works
contracts and certain other federal contracts require that
prevailing rates be paid to most non-supervisory
personnel. Prevailing wages and benefits are the
average wages and benefits for an industry typein a
specific geographic area.

State Prevailing Wage

All public works contracts with state and local
agencies require that you pay prevailing wages and
benefits as determined by:

Department of Labor and Industries

Prevailing Wage

PO Box 44540

Olympia, WA 98504-4540

Telephone: (360) 902-5335

Federal Prevailing Wage

Y ou must pay prevailing wages and benefits to
your employeesif you have public works contracts
exceeding $2,000 using federal funds or federal service
contracts exceeding $2,500. These prevailing wages
and benefits are included in the contract documents. For



more information, contact the U.S. Department of
Labor.

Child/Minor Labor

Y ou must obtain a minor work permit from the
Department of Labor and Industriesif you employ
workers under age 18. Y ou must maintain a parental
and school authorization form for each minor you
employ. Minors have certain restrictions, and there are
some differences between the state and federal
restrictions. Minors cannot perform hazardous work
duties and they have limited working hours. Minors
working in agricultural occupations may have afew
different restrictions than those working in non-
agricultural jobs. The minimum wage for 16 and 17-
year-old workers is the same as for adults. Minors
under 16 may be paid 85 percent of the state minimum

wage.

Disabled Workers

Federal law providesfor certificates of employment
for disabled workers at less than minimum rates, subject
to the approval of the U.S. Department of Labor. The
rate to be paid is set by the certificate and is designed to
reflect the person’'s working capacity.

Overtime

Y ou must pay overtime at not less than one and a
half times the regular rate of pay for hours worked over
40 hours per week. Salaried executive, admini-strative,
and professional employees, and outside salespersons
are exempt from overtime laws. Other exemptions
include seamen and agricultural workers.

Check with the state Department of Labor and
Industries for additional information on overtime pay
and exemptions.

There are differences between state and federal
laws; you must comply with the more stringent of
the two laws.

Y ou may not fire, discipline or discriminate against an
employee who files a complaint concerning violations
of employment standards

General Working Conditions

The state Department of Labor and Industries
establishes and enforces standards related to the health
and safety of employees. This responsibility was
included in the 1973 Washington Industrial Safety and
Health Act (WISHA), which set standards for safe and
healthful workplaces for employees.

The Department of Labor and Industries provides
free consultations to interpret the safety codes and
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identify hazards that affect your business operation.
Free educational services and training programs are
available to help pinpoint and eliminate causes of injury
and illness.

The Department aso performs periodic inspections
to ensure that established standards are being met.
Under WISHA, you must keep records of al job-related
injuries and illnesses.

In addition, you must provide employees with
information about hazardous substances to which they
are exposed, as required by the Worker Right to Know
law.

For more information on health and safety rules or
afree copy of the pamphlet, A Guide to WISHA, contact
your local Labor and Industries field office, or the main
office at:

WISHA Services

Department of Labor and Industries

PO Box 44600

Olympia, WA 98504-4600

Toll-free: 1-800-423-7233



Required Posters

State law requires that you display a poster entitled
Your Rights as a Worker in the place of employment.
This poster and information on other employment
regulations are available from your local Department of
Labor and Industries service location, or:

Employment Standards

Department of Labor and Industries

PO Box 44510

Olympia, WA 98504-4510

Telephone: (360) 902-5316

State law requires that you display the poster
entitled Job Safety and Health Protection at each
establishment in a conspicuous place or places where
notices to employees are customarily posted. This
poster and information on safety and health regulations
are available from your local Department of Labor and
Industries service location, or:

WISHA Services

Department of Labor and Industries

PO Box 44600

Olympia, WA 98504-4600

Toll Free: 1-800-423-7233

State law also requires that you display a poster
entitled Notice to Employees in your place of
employment. This poster is available from your local
Employment Security District Tax Office, or:

Employment Security Department

Ul Tax Administration

PO Box 9046

Olympia, WA 98504-9046

Telephone: (360) 902-9360

Y ou may aso be required under federal law to
display aposter entitled Your Rights Under the Fair
Labor Standards Act. Private employers must also
display the Employee Polygraph Protection Act poster.
These posters and information on other federal
regulations are available from:

U.S. Department of Labor

Wage and Hour Division

1111 3rd Avenue, Suite 755

Seattle, WA 98101-3212

Telephone: (206) 553-4482
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Who is an employee?

Business owners frequently get confused about
who is an employee and who may be considered to be
an independent contractor.

An employee is generally subject to your control.
Control exists when the employer determines the start
and end times each day, which days the employee
reports to work, what the worker will do on the job and
how they will do it.

Independent contractors are customarily engaged in
their own independent occupation or business, and are
registered or licensed with the appropriate state and
federal agencies. They usualy advertise their services,
arein aposition to realize profit or loss as aresult of
their services, and usually have a significant investment
in their business. They also keep business records,
report to the IRS as a business and usually have a place
of business from which they operate. Y ou can expect
an independent contractor to provide everything
necessary to complete their job.

For more information contact the Employment
Security Department or the Department of Labor and
Industries. Their telephone numbers can be found in
the Resource section.



GETTING ADVICE

Government has a vested interest in helping
businesses to succeed. There are awide variety of
sources of business advice at the state, federal, and
local level.

State Resources and Institutions

Business Technical Assistance Unit
www.cted.wa.gov, click on "Business Assistance”
(360) 725-4035 Olympia
(360) 753-7427 TTY
The Washington State Department of Community,

Trade and Economic Development (CTED) isinvolved

in the state's economic life at many levels.

It coordinates local business assistance programs

from Spokane to Forks and conducts worldwide market

development and tourism opportunities

through itsinternational offices.

The Business Technical Assistance Unit (BTA) is
the focal point in state government to provide business
technical and financial assistance for start-up and
expanding businesses that create or retain jobs,
stimulate private investment, increase the local tax base,
and strengthen community vitality.

Office of Minority and Women's Business
Enterprises

The purpose of the Office of Minority and
Women's Business Enterprises (OMWBE) isto increase
the participation of minority and women's business
enterprises in state contracting.

Businesses interested in becoming certified as
minority- or women-owned and controlled businesses
should contact the OMWBE for an application for
certification.

OMWABE produces a quarterly directory of certified
businesses and disadvantaged enterprises for the use of
state agencies, local jurisdictions, and the public. It is
available for asmall fee from:

OWMBE

406 S. Water

PO Box 41160

Olympia, WA 98504-1160

(360) 753-9693

15

Department of Ecology

The Department of Ecology provides numerous
educational and technical assistance programs
regarding environmental issues that affect businesses. A
complete list of agency publications, brochures and
bulletinsis available from:

Washington State Department of Ecology

Publications Distribution

PO Box 47600

Olympia, WA 98504-7600

To find out if your project requires an environ-
mental permit or license, call the Office of Regulatory
Assistance at (360) 407-7037.

Projects likely to require environmental permits or
approval include projects that discharge to air, water or
land; generate or use hazardous materials; or are located
on or near water or wetlands.

If you need technical assistance regarding permits
and regulations, please contact your regional office of
the Department of Ecology.

The Small Business Liaison can provide direction
and guidance for issue identification and resolution.
The phone number is (360) 407-7018.

Washington Technology Center

University of Washington

(206) 685-1920, Sedttle

The Washington Technology Center (WTC) is
committed to meeting industry needs for commercially
promising research, technology development and
transfer.

Industry and federal agencies may collaborate with
the Center to develop technologies for specific
commercial applications.

Two programs, Entrepreneur's Access and Focused
Technology Initiatives, offer opportunities for
entrepreneurs and small- to medium-sized businessesin
Washington to participate in proof-of-concept,
feasibility or prototype development for innovative
technologies. WTC also provides access to equipment
for use by industry, as well as technology information
that can link company needs with development
capabilities.

Research programs are underway in |laboratories at
the University of Washington in Seattle and
Washington State University in Pullman in the areas of
biotechnology, electronic materials and design,
manufacturing technology, bio-materials, applications
of virtual reality, computer systems and microsensors.



State Board for Community and Technical
Colleges

(360) 753-3650 Olympia

Washington's community and technical colleges
offer customized education and technical training for
your employees. Y ou can choose from the many
programs, classes and workshops offered or work with
a staff member to develop a curriculum specifically
directed to meet your business training needs.

Federal Resources and Institutions

U.S. Small Business Administration (SBA)

Seattle District Office

(206) 553-7310 General Information

(206) 553-7070 Recorded Information

The Small Business Administration (SBA) isa
federal agency that assists small businesses by pro-
viding loan guarantees, counseling, help with securing
government contracts, and by acting as a special
advocate for small businesses with other federal and
state agencies and the private sector.

Service Core of Retired Executives (SCORE)
(206) 553- 7312 Sesttle
(253) 680-7770 Tacoma
(360) 699-3241 Vancouver

The U.S. Small Business Administration's SCORE
Program is an organization of volunteer retired business

executives who offer counsel to small businesses for
start-up and expansion needs. SCORE also sponsors
workshops and seminars on business information and
operation.
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Northwest Trade Adjustment Assistance Center
(TAAC)

(360) 622-2730

The Northwest Trade Adjustment Assistance
Center (TAAC) funds assistance for import-injured
manufacturers through a grant from the U.S.
Department of Commerce. TAAC staff will assist
eligible firmsin the development and implementation
of arecovery strategy designed to help the firm regain
its competitive position in the marketplace.

U.S. Internal Revenue Service

The Internal Revenue Service (IRS) provides all-
day seminars as an overview on basic tax issues for
small businesses.

For information regarding workshops and seminars
in the Seattle area, call the Taxpayer Education and
Communication Office

at (206) 220-5300



GETTING FINANCIAL HELP

If financing your business venture is a challenge,
there are many government sources for grants, loans
and other types of financial assistance.

State Resources

Business Finance Unit (BFU)

The Business Finance Unit provides a range of
technical assistance and financing servicesto assist
businesses in obtaining capital for start-up and
expansion projects that create or retain jobs, stimulate
private investment, and increase local tax base.

Child Care Facility Fund

(360) 725-4034 (Olympia)

Child Care Micro Loans
(360) 725-4034 (Olympia)

Coastal Loan Program
(360) 681-7951 (Sequim)

Community Development Block Grant (CDBG)
Float Loan Program
(360) 725-4044 (Olympia)

Forest Products Revolving Loan Fund
(360) 725-4044 (Olympia)

HUD Section 108 Loan Guarantee
(360) 725-4044 (Olympia)

Rural Washington Revolving Loan Fund
(360) 725-4044 (Olympia)

Rural Washington Revolving Loan Fund
Minority & Women Owned Business Loans
(360) 725-4044 (Olympia)

Washington Coalition Brownfields Cleanup
Revolving Loan Fund
(360) 725-4045 (Olympia)
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Community Economic Assistance Center
(CEAC)
CEAC providestechnica and financial
assistance to communities and Tribes.
Community Economic Revitalization Loan
Program
(360) 725-4058 (Olympia)
Downtown Revitalization Program
Investment Tax Credits for Rehabilitation of
Historic Structures
(360) 725-4056 (Olympia)

Federal Resources

U.S. Department of Agriculture
Rural Development Administration
(509) 454-5743 Y akima

U.S. Department of Commer ce and Economic
Development

Title 11 Business L oan Guarantee Program

(206) 220-7679 Seattle

U.S. Department of the Interior
Bureau of Indian Affairs
Business and Economic Development Division
715 Emerson Avenue
Hoquiam, WA 98550
(360) 533-9138
Indian Revolving Loan Fund
Loan Guaranty Fund
Indian Business Development Grant Program
Business Technical Assistance



PO Box 44600
RESOURCE DIRECTORY Olympia, WA 98504-4600

. Toll-free: 1-800-423-7233
State Offices

Department of Community, Trade and Economic Employment Standards
Development PO Box 44510

128 10" Avenue SW Olympia, WA 98504-4510
PO Box 42525 Phone:  (360) 902-5316
Olympia, WA 98504-2525

Phone: (360) 725-4000 Industrial Statistician

Fax: (660) 586-8440 PO Box 44540

TTY: (360) 753-7427 Olympia, WA 98504-4540
Internet: www.cted.wa.gov Phone.  (360) 902-5330

www.Ini.wa.gov
Department of Ecology

300 Desmond Dr. SE Licensing, Department of
Lacey, WA 98504-7600 Master License Service
Phone:  (360) 407-7037 405 Black Lake Blvd., Bldg #2
Internet: www.ecy.wa.gov Olympia, WA 98502
E-mail: ecypac@ecy.wa.gov

Mailing Address:
Department of Ecology Regional Offices: Department of Licensing
Northwest Region (Bellevue) Master License Service
Phone:  (206) 649-7000 PO Box 9034
Serving Island, King, Kitsap, San Juan, Skagit, Olympia, WA 98507-9034

Snohomish and Whatcom counties
Phone:  (360) 664-1400

Southwest Region (Tumwater) Fax: (360) 570-7875
Phone:  (360) 753-2353 E-mail: MLS@dol.wa.gov
Serving Clallam, Clark, Cowlitz, Grays Harbor, Internet: www.dol.wa.gov/businesses.htm

Jefferson, Lewis, Mason, Pacific, Pierce, Skamania,
Thurston and Wahkiakum counties

Office of Minority and Women's Business

Central Region (Y akima) Enterprises
Phone:  (509) 575-2490 406 S. Water
Serving Benton, Chelan, Douglas, Kittitas, Klickitat, PO Box 41160
Okanogan and Y akima counties Olympia, WA 98504-1160
_ Phone:  (360) 753-9693
Eastern Region (Spokane) Www.omwbe.wa.gov
Phone:  (509) 456-2926
Serving Adams, Asotin, Columbia, Ferry, Franklin, Office of the Secretary of State
Garfield, Grant, Lincoln, Pend Oreille, Spokane, Corporations Division
Stevens, Walla Walla and Whitman counties PO Box 40234
_ Olympia, WA 98504-0234
Employment Security Department Phone:  (360) 753-7115
Ul Tax Administration WWW.Secstate.wa.gov
PO Box 9046
Olympia, WA 98504-9046 Revenue, Department of
Phone:  (360) 902-9360 PO Box 47476
www.wa.gov/esd Olympia, WA 98504-7476

1-800-647-7706

Labor and Industries, Department of www.dor.wa.gov

WISHA Services
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Federal Offices

Internal Revenue Service

Toll-free: 1-800-829-1040 General Information
1-800-829-3676 Forms

Internet:  www.irs.gov
Most forms and publications can be
downloaded from this site.

The following cities have local IRS walk-in service
locations. Check the government listingsin the
appropriate telephone book for location.

Aberdeen Sedttle
Bellevue Spokane
Bellingham Tacoma
Bremerton Vancouver
Everett Wenatchee
Kennewick Y akima
Olympia

U.S. Department of Labor
Wage and Hour Division
1111 3rd Avenue, Suite 755
Seattle, WA 98101-3212
Phone:  (206) 553-4482
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U.S. Small Business Administration

Seattle District Office
1200 Sixth Avenue, Suite 1700
Seattle WA 98101-1128
www.sha.gov (click on SBA resources)
Phone: (206) 553-7310 General Information

(206) 553-7311 Business Information Center
The SBA isafederal agency that provides assistance to
help small businesses start, run and grow. Services
offered: provide |oan guarantees, help with securing
government contracts, offer free one-on-one business
counseling and act as specia advocate for small
businesses.

Service Cor ps of Retired Executives (SCORE)
"Counselors to America's Small Business'
WWW.SCOre.org
Phone: (206) 553-7320 Seattle

(253) 274-1288 Tacoma

(360) 676-3307 Bellingham

(360) 699-1079 Vancouver
SCORE is anonprofit organization, sponsored by the
U.S. Small Business Administration, which is dedicated
to entrepreneur education and formation, growth and
success of small business nationwide. SCORE
volunteers are working and retired executives and
business owners who donate their time and expertise as
business counsel ors by providing free one-on-one
counseling. SCORE also offer small business
workshops for anominal fee.





